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AN EXTENSION OF BURGERNOMICS: USING A FULL-SERVICE
RESTAURANT PRODUCT TO MEASURE PURCHASING POWER PARITY
David Bojanic
Rod Warnick
And
Michael Musante

ABSTRACT
The purpose of this paper is to determine if the price of a ‘burger’ at a themed
restaurant chain (i.e., Hard Rock Café) in the casual dining segment is a better indicator
of purchasing power parity (PPP) than the price of a ‘burger’ at a quick-service restaurant
chain (i.e., McDonald’s). The “Big Mac Index” published by The Economist is the
source for the price of a Big Mac sandwich in each of the represented countries. The
index was originally developed to measure purchasing power parity based on exchange
rates. An alternative index, the Legendary Burger Index, is developed and compared to
the Big Mac Index to determine the accuracy of the prices for the two types of restaurants
in measuring purchasing power parity. The Legendary Burger Index was shown to
perform slightly better than the Big Mac Index when examining currency valuations and
the relationship between the burger price and various economic variables.

Introduction
In economics, the method of purchasing power parity (PPP) is used to determine
the long-run equilibrium exchange rate of two currencies to equalize the currencies’
purchasing power. PPP is based on the law of one price and the idea that, in an efficient
market economy, all identical goods and services should have only one price. The
challenge in measuring PPP has been the determination of a common basket of goods and
or services for comparison purposes. Over the last two decades, the Big Mac Index has
become one of the more novel approaches to measuring PPP between two countries. The
Big Mac index was first introduced in The Economist in 1986 as a rather humorous
illustration of the PPP, but this popular measure of PPP has stood the test of time and has
been published in The Economist every year since 1986. The Big Mac Index has also

given rise to the term “Burgernomics” and other indexes utilizing popular beverages like
the “Starbucks (Tall Latte) Index” and the “Coke Index.”
Exchange rates are supposed to equalize the purchasing power of currencies in
different countries for a standard “basket of goods.” In the Big Mac Index, the standard
basket of goods consists of a single item – the Big Mac hamburger sold in McDonald’s
fast food restaurants. The Big Mac was selected for the index because it is made
available around the world with a similar set of specifications (i.e., two all beef patties,
lettuce, pickles, special sauce on a sesame seed bun), and each McDonald’s establishment
has significant responsibility in negotiating and setting input prices for the Big Mac. In
fact, all of the ingredients of a Big Mac are internationally traded commodities (beef,
lettuce, pickles, onions and bread). However, the use of the Big Mac Index has raised
concerns, resulting in the introduction of alternative indexes, including the Legendary
Burger Index that is proposed in this study.
McDonalds opened its first restaurant in 1955 in Illinois and its successful
formula for fast quick food service and menu items spread quickly. McDonald’s (2006)
reports that today it is the leading global foodservice retailed with more than 30,000 local
restaurants serving nearly 50 million people daily in more than 119 countries. The Hard
Rock Café (2006) opened in 1971 in London by two Americans and was an instant
classic attracting customers for its moderately priced, causal American fare, warm
friendly service, and its ever-present rock n’ roll music theme and sensibility. Hard Rock
began its global expansion in 1982 and now holds 138 venues in 42 countries (Hard Rock
Corporate, 2006). In the process, the firm has amassed the largest collection of rock n’
roll memorabilia in the world.

The purpose of this study is to compare the ability of two alternative food service
products to represent the “basket of goods” in the evaluation of purchasing power parity
between countries. The original index for a fast food restaurant chain (i.e., McDonald’s)
is compared to a new index representing a themed restaurant chain (i.e., Hard Rock
Café). The prices for popular sandwiches are used in an index to evaluate purchasing
power parity (PPP): the Big Mac sandwich for the Big Mac Index (BMI) and the
Legendary Burger for the Legendary Burger Index (LBI). It is proposed that the LBI
should provide a more accurate measure of PPP because the Legendary Burger meal
includes the same internationally traded commodities (with the addition of potatoes), the
restaurants are located only in major cities (eliminates the variation in prices within
countries), and a full-service restaurant (versus a quick-service restaurant) includes more
of the labor element in its pricing. The aggregate means for the two indexes for price,
valuation, and related economic variables are compared, and the relationships between
price, valuation and the economic variables are evaluated for each index.

Literature Review
It is clear that there are differences in prices for restaurants in the United States
based on location. Further, these differences can be attributed to factors such as income,
race, costs of operation, and level of competition. Therefore, it only stands to reason that
prices will vary by country due to the variations in income and the cost of living.
However, there have been some problems associated with the measurement and
comparison of the cost of living across countries (Ruff and Jackson, 1974). Some of the
issues include the determination of the patterns of consumption (e.g., the basket of goods

and services used for comparison), setting weights and prices for the goods and services
in the basket, and monetary and fiscal adjustments for things like taxes, tariffs and
inflation. In addition, Dowrick and Quiggin (1994) caution about using GDP per capita
or the United Nations International Comparison Project data based on purchasing power
parity (PPP) without accounting for the country’s level of development.
The purchasing power parity (PPP) proposition suggests that price levels across
countries should be equal after converting them to a common currency using exchange
rates (Balassa, 1964; Cassel, 1921). In other words, a dollar should buy the same
amount of goods and services in all countries. Rogoff (1996) examines the impact of the
short-term volatility of exchange rates on PPP and concludes that international markets
are more segmented than domestic markets with large trading frictions across a broad
range of goods. These frictions are in the form of changes in monetary and fiscal policy
(e.g., taxes and government spending) and changes in the costs of capital and labor. This
would suggest that PPP is a good barometer for long-term exchange rates, but not very
accurate in the short-run. This has been corroborated in reviews of the PPP and Big Mac
index by Ong (1998) and Pakko and Pollard (1996). Fullerton and Coronado (2001) used
the prices for identical menu items in restaurant chains operating in Texas and across the
border in Mexico to test the “law of one price.” Their tests indicated that the Peso value
differed from the exchange rate implied by the restaurant price ratios.
The Economist developed the Big Mac Index based on the theory of purchasing
power parity. The "basket" is a McDonald's Big Mac, which is produced in about 120
countries using a similar recipe. The Big Mac PPP is the exchange rate that would mean
hamburgers cost the same in America as abroad, and comparing actual exchange rates

with PPPs indicates whether a currency is under- or overvalued (Economist, 2006). The
issue surrounding the Big Mac Index is whether its “basket” of goods and services (i.e.,
the Big Mac sandwich) is appropriate for measuring purchasing power. Ong (1997)
tested the “tradeability” of the Big Mac (and its components) to determine if it is the
“perfect universal commodity.” The results indicated that the index is fairly accurate in
tracking exchange rates over the long-term, which is consistent with other PPP
instruments. However, there were some large variations over the short-term just as with
other PPP instruments.
The variations could be due to social influences such as the “uniqueness” of fast
food restaurants in a country, resulting in lower price elasticity and a higher price than
expected. In other words, the concept of purchasing power parity assumes firms use the
cost-oriented approach to pricing. It does not account for firms using demand-oriented
pricing strategies such as prestige pricing or psychological pricing. Pakko and Pollard
(1996) concluded that prices of the Big Mac diverged by large amounts in the mid-90s
(for example -- $1.58 in Hungry; $2.32 in the U.S. and $4.65 in Japan to buy a Big Mac).
They felt there were four main explanations why the Big Mac index held systematic
departures from PPP, including: 1) the existence of barriers to trade; 2) the inclusion of
non-traded elements in the cost of a Big Mac; 3) imperfect competition; and 4) the
existence of current account imbalances.
Parsley and Wei (1995) estimated that non-traded inputs, such as labor, rent and
electricity, account for between 55% and 64% of the price of a Big Mac and that these
factors could account for the wide variations in burger prices between the various
countries. However, Engel (1999) conducted a seminal study on the decomposition of

the aggregate price index (i.e., CPI) into traded and non-traded components and
concluded that movements in relative prices of non-traded goods appear to account for
essentially none of the movements in aggregate U.S. based CPI real exchange rates.
Instead, the researcher suggests that movements in real exchange rates are almost
completely due to deviations from the law of one price for tradable goods.
In addition, some studies have shown that the relative Big Mac prices between
countries resemble CPI-based real exchange rates (Click, 1996; Cumby, 1997). Other
factors that could possibly influence the Big Mac price across countries in the short-run
are the inclusion of value-added taxes in some countries and/or differing profit margins
based on the competitive environment (Miljkovic, 1999). Pakko and Pollard (1996)
explained that the overvaluation of the currencies in some countries such as Korea and
Japan may be explained by the high tarriffs on such items as beef, the main ingredient in
the Big Mac.
The Big Mac Index has been used for a variety of practical applications. For
example, Ong and Mitchell (2000) used the index to convert academic salaries from
different countries to their purchasing power equivalents for comparison purposes. They
argued that using simple exchange rates was not valid for making international
comparisons because purchasing power differentials are only reflected in exchange rates
in the long-term. In addition, Scollo (1996) used the BMI to compare cigarette prices
across countries, and Guindon et al. (2002) used Scollo’s index to evaluate the policy
implications of international tobacco pricing. Finally, Lal and Scollo (2002) concluded
that, while it isn’t perfect, the Big Mac index of cigarette affordability provides a
reasonable estimation of relative affordability of cigarettes in the countries listed.

Economists have found the BMI to be a somewhat simplistic, yet useful tool to
compare purchasing power. In this exploratory study, the goal is to evaluate an
alternative proxy for purchasing power by introducing an index that highlights a common
purchase across the globe – a meal at a full-service restaurant. The objective of
extending the quick-service restaurant comparison to a full-service restaurant comparison
is to provide a measure that is more comprehensive, and in this respect, may be
considered a more complete “basket of goods”. The meal at a full-service restaurant
includes more components (e.g., French fries and customer service) and provides more
consistency in pricing based on the cost of inputs such as food, labor, and rents.
One potential benefit of the LBI as a metric is the fact that Hard Rock Cafés are
located predominantly in major cities, while McDonald’s restaurants are found in urban,
suburban, and rural areas. The BMI uses an average of the prices for the Big Mac in
these areas. However, fiscal and monetary policies are heavily influenced by the current
economic condition of the country, which is influence heavily by major cities because
they are the hub of economic activity. If one accepts this premise, prices found in the
urban establishments provide a better proxy for the purchasing power in the country and
offer a more stable point of comparison in an across-country analysis. Thus, the use of
data that reflects a comparison of major international cities would seemingly provide an
advantage over an index where urban and rural data is utilized.
Finally, the prospect of examining a full-service restaurant meal for PPP purposes
is not completely novel. One popular annual report authored by Swiss bank UBS entitled
“Prices and Wages” offers a comparison of purchasing power for 70 major cities around
the globe (UBS, 2003). A purchasing power index found in the report examines the cost

of “an evening meal at a good restaurant.” In this study, UBS compares the price of a
dinner that consists of steak, two vegetables, and dessert. While interesting, one of the
problems with such a comparison is the lack of uniformity that would come from trying
to compare meals across cultures for non-chain restaurants where it is likely a high
degree of variability exists. The advantage of the Hard Rock Café comparison presented
in the current analysis is that it offers a more complete “basket of goods” than the Big
Mac Index, yet still provides a level of consistency as it is a chain.

Methodology
The data for this study were obtained from a variety of secondary sources in order
to examine the appropriateness of the Big Mac Index and an alternative index (i.e.,
Legendary Burger Index) based on the price of a hamburger at a popular themed
restaurant that is located throughout the world. The Big Mac price, exchange rate,
implied PPP, and the valuation versus the U. S. dollar are from the Big Mac Index
published in the May, 2006 issue of the Economist that includes data for 31 countries (the
United States was excluded). The other “basket of goods” chosen for this study is the
Legendary Burger (a signature item) sold at Hard Rock Café for a price around $10-$15
U.S. depending on the location (i.e., city and country). This is similar to the Big Mac in
terms of the main ingredients (i.e., beef), but it includes an order of French fries and it is
offered in a full-service environment (i.e., the meal is delivered to the table by a waiter).
Thirty (30) restaurants in the Hard Rock Café chain were contacted in June 2006
using their email addresses as they appear on the web page to obtain the current price for
the Legendary Burger in the local currency (one restaurant from each country). As

mentioned earlier, the Hard Rock Café operates in 41 countries (not including the United
States) but email addresses were not available on the web site for restaurants in 12 of the
countries. A total of 20 restaurants replied to one of the two email attempts, representing
a response rate of 67%. Only the 19 non-U.S. countries are included in the analysis.
Table 1 contains the list of countries included in both indexes, the price of the burger in
U.S. dollars, the Implied PPP, and the corresponding currency valuations.

[Insert Table 1 here]

In particular, information was obtained regarding price, valuation and their
relative comparisons to economic variables. The economic variables were chosen based
on their relevance for the consumption of food (see McCracken and Brandt, 1987; Rogers
and Green, 1978). The economic variables were compared to both the Big Mac index
and the Legendary Burger Index. The GDP per capita and inflation rate are from the
2006 World Factbook published by the Central Intelligence Agency (CIA) of the United
States of America. The level of income is from the Living Standards Measurement
Study of the World Bank. The country per diem for meals and incidental expenses is
from the U. S. Department of Defense Travel and Transportation Allowance Committee.
The figure used in the study is a composite of the per diem rates for the cities on the list
for each country, weighted toward the more popular cities where there are definitely
McDonald’s restaurants. Finally, the food expenditures and elasticities are from the
United States Department of Agriculture (USDA) Economic Research Service. All of

these figures were gathered from the latest sources for 2005 and 2006 depending upon the
type of data collection and reporting method.

Results
The discussion of the results is divided into three sections: index comparisons, the
relationship between price and economic variables by index, and the valuations against
the U.S. dollar by index.
Index Comparisons
The first stage of the analysis is to compare the two indexes based on price,
valuation, and other economic variables to determine if they are similar in composition
(see Table 2). This is necessary because the two indexes do not contain the same number
of countries, and the countries that are included vary to some degree (i.e., only about 50%
of the countries overlap). There are no significant differences between the two indexes
for the food percentage of the total expenditures, food price elasticity, food income
elasticity, GDP per capita, and inflation rate. This would suggest that the countries used
to create the indexes are similar in terms of economic conditions, including level of
income and price sensitivity for food purchases.
The only significant differences are for price and meal per diem (valuation is
discussed in a separate analysis). The average price for the Legendary Burger at the Hard
Rock Café ($13.96) is significantly higher than the average price for the Big Mac at
McDonald’s ($2.59). In addition, the average meal per diem is significantly higher for
the countries in the LBI ($120.58) than those in the BMI ($84.42). One possible
explanation for this is that the per diem for the LBI is linked directly to the city where the

restaurant is located, whereas the per diem for the BMI is an average for the country
based on multiple restaurant locations. In other words, the Hard Rock Café restaurants
are usually in large cities and/or tourist areas, and McDonald’s restaurants are found in
less populated areas as well as the large cities and tourist areas. Finally, it should be
noted that, while the differences for the other variables are not significant based on a
statistical analysis, there are differences that are worthy of note. The GDP of the
countries in the LBI is 24% higher, inflation is 11% lower, and the meal per diem is 43%
higher.

[Insert Table 2 here]

Relationship between Price and Economic Variables by Index
The second stage of the analysis involves examining the relationships of price and
the economic variables for the two indexes (see Table 3). The highest level of
correlations (.40 to .60) for the Big Mac Index represents a strong relationship between
price and the federal per diem for food (.585), the GDP per capita (.585), food income
elasticity (-.561), the food percentage of consumers’ total expenditures (-.554), and the
food price elasticity (.545). The U.S. federal government’s per diem for food by country
is closely aligned with the price for the Big Mac in that country. The relationship
between price and food price elasticity indicates that countries with higher prices tend to
have consumers with lower sensitivity to price (i.e., food price elasticity becomes a
smaller negative number).

[Insert Table 3 here]

The type of sensitivity measure is food income elasticity. According to the
results, lower food income elasticities are associated with higher prices. In other words,
countries with higher relative prices tend to have consumers with lower food income
elasticities. Finally, price has a weak correlation with the inflation rate (-.354). It makes
sense that the correlations for the food percentage of total expenditures and the inflation
rate are negative. Countries with higher levels of inflation have lower relative prices.
Similarly, countries for which food expenditures represent a large percentage of total
expenditures tend to have lower prices. Both of these findings are probably related to the
level of development and income associated with the country.
The correlation analysis between price and the economic variables for the
Legendary Burger Index resulted in one coefficient above .80, two coefficients between
.70 and .80, three coefficients between .60 and .70, and one coefficient between .50 and
.60. The correlation coefficients above .70 are food income elasticity (-.804), food price
elasticity (.753), and GDP per capita (.752). These correlations are much stronger than
the coefficients for the Big Mac Index. The variables at the next level are meal per diem
(.673), and food percentage of total expenditures (-.661). These correlations are slightly
better than the coefficients for the Big Mac Index. The only correlation coefficient below
.60 is the inflation rate (-.584). The coefficient for the relationship between price and the
inflation rate is the lowest for the LBI, but still much stronger than the same coefficient
for the BMI. The stronger correlations between price and all of the economic variables
would suggest that the LBI outperforms the BMI.

Valuation against the U.S. Dollar by Index
The third stage in the analysis process involves comparing the valuations of the
implied PPP and the exchange rates against the U. S. dollar. The valuation is calculated
by subtracting the implied PPP from the exchange rate and then dividing the difference
by the exchange rate (and converting to a percentage). If the valuations are positive the
country’s currency is over-valued, and if they are negative the currency is under-valued.
The valuations for the Big Mac Index range from -57.78 to 67.77 with an average of 18.86 and a standard deviation of 29.62. The distribution of the valuations for the
countries on the BMI is represented visually in Figure 1. There are 4 over-valued
currencies, 2 or 3 properly valued, and at least 25 are under-valued.

[Insert Figure 1 here]

The valuations for the Legendary Burger Index range from -37.83 to 47.51, with
an average of 7.38 and a standard deviation of 25.65. The distribution of the valuations
for the countries on the LBI index is represented visually in Figure 2. There are 11 overvalued currencies, 2 properly valued, and 6 under-valued. The index is considered
accurate if the average is close to zero with a small standard deviation. In this case, the
LBI has a lower average and a lower standard deviation than the BMI. Also, there is a
better balance of over- and under-valued currencies for the LBI based on the visual
inspection of the valuations for the two indexes. This would suggest that the LBI is a
more accurate measure of purchasing power parity.

[Insert Figure 2 here]

Finally, a comparison was performed using just the countries that appeared on
both indexes. One of the differences between the indexes is that the BMI uses a
composite figure for the Euro Area that consists of countries from the European Union.
Therefore, the countries on the LBI from the European Union were combined to form a
similar Euro Area composite. This resulted in a total of 16 countries out of the 19 nonU.S. from the LBI being included in the analysis and 10 out of the 31 BMI countries.
The average valuation for the LBI is -5.60 and the standard deviation is 26.57, whereas
the average valuation for the BMI is -20.55 and the standard deviation is 30.01. Once
again, the LBI an average valuation closer to zero and a slightly lower standard deviation,
indicating that it would be considered a better barometer for purchasing power parity.

Conclusions
Pricing decisions are very complex because of the multitude of factors in play in
the marketplace. These decisions are particularly difficult in the global arena because
there are additional factors such as taxes, tariffs, the cost of capital, labor issues, and
other government policies and regulations that affect fixed and variable costs of
operation. The concept of purchasing power parity suggests that $1 should buy the same
amount of goods and services in all countries. However, the economics literature is clear
that purchasing power parity is not achieved in the short-run, and that exchange rate
conversions do not result in “one price” for specific goods or services across countries.

The major goal of this paper was to determine if an alternative index based on prices for a
theme restaurant (i.e., Legendary Burger index) would outperform the Big Mac Index.
The price for the Big Mac and the Legendary Burger did vary in accordance with
the meal per diem set by the U.S. Department of Defense Travel Allowance Committee.
This would suggest that the restaurant chains both set their prices based on the general
economic conditions in a country and the consumer’s overall cost for food, similar to the
procedure used by the federal government. This is further supported by the significant
correlation between the prices of the sandwiches and the food price elasticity and food
income elasticity for the countries. Higher prices were found in countries with lower
price elasticities and where food accounted for a lower percentage of total expenditures.
The major finding in the study is that the correlations for the LBI prices with these
economic variables are higher across the board. This would suggest that the LBI is a
better instrument for measuring purchasing power parity than the BMI.
The other economic variables used in the analysis were related to the income level
in the various countries. The correlations between price and GDP per capita were
significant and relatively strong for both indexes. The same was true for price and food
income elasticity. Countries with higher prices tended to have high food income
elasticities as well (i.e., the quantity of food demanded increased with level of income).
The major difference between the two indexes in this analysis was that a much weaker
relationship existed between price and the inflation rate for the BMI. One possible
explanation could be that the BMI contained more developing countries than the LBI.
However, the average GDP per capita is not significantly lower for the countries in the

BMI. Once again, the fact that the LBI has stronger correlations across all of the
economic variables related to income would suggest that it outperforms the BMI.
The most important test for the two indexes is their ability to arrive at an implied
purchasing power parity based on their “basket” of good and services (i.e., their
respective sandwiches) that accurately predicts the exchange rate and currency
valuations. The LBI had a significantly lower mean valuation, a smaller standard
deviation, and a better balance of over-valued and under-valued currencies than the BMI.
These would all indicate that it outperforms the BMI. One of the possible reasons for this
result is that the Big Mac has a lower price point than the Legendary Burger. Therefore,
there is not as much room for changing the price in reaction to changes in the economic
conditions in a country. Also, the product is not as unique as the Hard Rock Café’s
product and does not have as much “tradeability” as is necessary for a true “basket” of
goods and services for measuring PPP. Finally, the location of the Hard Rock Café
restaurants is more consistent in terms of economic conditions and competitive structure.
As mentioned before, most of the restaurants are located in large cities and tourist areas
that share the same competitors and similar cost conditions. In contrast, McDonald’s
restaurants are located in these same areas (often in multiple locations), but also in more
rural areas with vastly different local economies, labor pools, and competitive
environments.
Limitations and Future Research
The data used in this study were obtained from secondary sources mostly
compiled by national and international organizations. These organizations are
responsible for producing the statistics used in the study, but they are not tailored to meet

the exact needs of the study. For example, the food price and food income elasticities are
for all forms of food, not just food purchased at restaurants, or any particular type of
restaurant. Also, the timing is suspect because the data is mostly annual, but it is not
collected the same month as the prices and exchange rates. Finally, the number of
countries for the Legendary Burger Index is small and subject to bias. However, the
version of the BMI published in the Economist, and used in this study, only includes 31
countries and approximately one-half of the countries on the LBI overlap with the BMI.
Also, the statistical analysis indicated that there were no significant differences between
the two indexes for the economic variables except for the meal per diem.
In the future, the study could be improved by obtaining data from a casual dining
restaurant chain that has a larger international presence (e.g., TGI Friday’s). The use of a
larger number of restaurants from more countries would allow for a more detailed
analysis based on country-specific factors such as the level of development, inflation, etc.
Also, longitudinal data could be used to track the performance of the index over time to
assess the stability of the valuations. Finally, it would be interesting to assess the ability
of the index to predict currency valuations using currencies other than the U. S. dollar as
the “numeraire” currency. For example, Papell and Theodoridis (2001) found that the
evidence of PPP is stronger for European currencies than for non-European currencies.
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Table 1. Index Valuation Comparisons by Country
Price
US$

Implied
PPP

BMI
Valuation

Argentina
Australia
Brazil

2.29
2.44
2.78

2.26
1.05
2.06

-26.14
-21.05
-10.43

Britain
Canada
Chile
China
Czech
Republic
Denmark

3.65
3.14
2.94
1.31

1.60
1.14
503
3.39

-14.89
1.79
-5.09
-57.78

2.67
4.77

19.00
8.95

-14.03
53.78

Eqypt
Euro Area
Hong Kong

1.65
3.77
1.55

3.06
1.05
3.87

-46.97
-17.97
-50.06

Hungary
Indonesia
Japan
Malaysia
Mexico
New
Zealand
Peru
Philippines
Poland
Russia
Singapore
South Africa
South Korea
Sweden
Switzerland
Taiwan
Thailand
Turkey
Venezuela

2.71
1.57
2.23
1.52
2.57

181
4710
80.60
1.77
9.35

-12.14
-49.49
-28.04
-51.24
-17.26

2.75
2.91
1.62
2.10
1.77
2.27
2.11
2.62
4.53
5.21
2.33
1.56
2.72
2.17

1.44
3.06
27.40
2.10
15.50
1.16
4.50
806
10.60
2.03
24.20
19.40
1.35
1839

-11.11
-6.13
-47.91
-32.26
-42.80
-27.04
-31.82
-15.34
45.60
67.77
-24.61
-49.48
-12.34
-30.08

Average

2.59

BMI
Country

-18.86

LBI Country

Price
US$

Implied
PPP

LBI
Valuation

Australia
Bahamas
Canada
Cayman
Islands
Denmark
Egypt (Cairo)
France

14.83
14.95
12.53

1.53
1.15
1.08

14.08
15.00
-3.62

16.57
18.69
9.48
19.18

1.07
8.38
4.17
1.15

27.43
43.76
-27.11
47.51

Germany
Greece
Indonesia
(Bali)
Italy
Malaysia
Mexico
(Cancun)
Netherlands
Portugal
Singapore
Spain
United Arab
Emirates
Venezuela

16.56
14.70

1.00
0.88

27.35
13.09

9.11
16.56
8.73

6385
1.00
2.46

-29.96
27.35
-32.83

12.52
16.94
15.92
11.38
15.92

10.69
1.02
0.96
1.38
0.96

-3.72
30.30
22.44
-12.49
22.44

11.71
9.00

3.31
1485

-9.95
-30.77

13.96

Price US$ = burger price in foreign currency/currency exchange rate with U.S.

7.39

Implied PPP = burger price in foreign currency/price of burger in U.S.
Valuation = (Implied PPP – Exchange Rate)/Exchange Rate X 100

Table 2. Index Mean Comparisons
Variable
Price in US$
Valuation vs. US$
Meal Per Diem
Food % of Expenditures
Food Price Elasticity
Food Income Elasticity
GDP Per Capita
Inflation Rate

BMI
2.59
-18.86
84.42
25.22
-.3245
.4877
17,261
4.12

LBI
13.96
7.38
120.58
22.79
-.2972
.4296
21,437
3.68

t-test
-14.497
-3.194
-4.710
.642
-1.173
1.225
-1.373
.405

Probability
.000
.002
.000
.524
.248
.228
.176
.687

Sources: GDP per capita and inflation rate are from the 2006 World Fact Book; meal per diem is from the
U. S. Department of Defense Travel and Transportation Allowance Committee; and the food expenditures
and elasticities are from the United States Department of Agriculture (USDA) Economic Research Service.

Table 3. Intercorrelations for Index Prices and Economic Variables
Variable
Meal Per Diem
Food % of Expenditures
Food Price Elasticity
Food Income Elasticity
GDP Per Capita
Inflation Rate

BMI
.585
.554
.545
-.561
.585
-.354

Probability
.001
.003
.004
.003
.001
.051

LBI
.673
-.661
.753
-.804
.752
-.584

Probability
.002
.009
.029
.005
.001
.007

Sources: GDP per capita and inflation rate are from the 2006 World Fact Book; meal per diem is from the
U. S. Department of Defense Travel and Transportation Allowance Committee; and the food expenditures
and elasticities are from the United States Department of Agriculture (USDA) Economic Research Service.

Figure 1. Big Mac Index Valuations vs. U.S. Dollar
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Figure 2. Legendary Burger Index Valuations vs. U.S. Dollar
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